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 1 
 "This isn't an inquiry into social welfare policy, its an inquiry into charitable organisations, 
whatever they are, which is itself not an easy task" 
 (Commissioner Mauldron: Public Hearing - Brisbane 6/6/94, Transcript P1450) 
 
INTRODUCTION 
 
In December 1993, the Commonwealth Assistant Treasurer., Mr George Gear announced an Inquiry 
into Charitable Organisations in Australia.  The inquiry would be undertaken by the Industry 
Commission, the structure charged by the Commonwealth to oversight its micro-economic reform 
agenda.  The inquiry had been on the Industry Commission's forward workplan since 1992.  In July 
1993 a draft terms of reference was prepared for comment by the State Premiers. 
  
Academic commentators monitoring the process noted that the draft terms of reference raised a range 
of important questions, noting that no official reason was actually ever given for the inquiry, 
 
 "Initial speculation about the reasons for the inclusion of charitable organisations centred 
around the reform of taxation benefits to charities, possible unfair competition by tax 
exempt business owned by charities and the accountability and efficiency of the third 
sector as social service providers" 
 (McGregor-Lownes & MacDonald 1994: 2) 
 
In addition, the above authors noted the lack of any empirical data base to underpin such an inquiry, 
difficulties with definitions concerning charities and effectiveness and the limits of what was then a 
twelve month time framework, subsequently extended by three months, for completion of the inquiry. 
 
Over the remainder of 1993 debate occurred within the non-government sector as to: 
 
(a) the suitability of the Industry Commission as a structure to undertake such an inquiry, and the 
possibility of alternative mechanisms being found 1
                                                     
1  Discussion occurred among stakeholders as to A) the possibility of persuading the government to establish a joint 
House of Representatives and Senate Standing Committee or B) the possibility of a joint Department of Health and 
Human Services and community sector inquiry, reporting to the Minister. 
; and 
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(b) the appropriateness of the processes and methodology adopted by the Industry Commission in 
other inquiries, to examine the complexities of the community services sector. 
 
The headline on one particular piece of media commentary gives quite a good insight into how many 
in the non-government sector were perceiving the government and the Commission's agenda, it read: 
 
 "Charities to be asked to `help Government with inquiries'" 
 (Black 1993) 
 
Some commentators reflected the fear in the sector that the Industry Commission's main agendas were 
more about locating and exposing scams and rorts of public finances, especially in the areas of taxation 
than other issues. 
 
Past inquiries into areas such as footwear, clothing, textiles, coastal shipping, and agriculture had 
developed for the Industry Commission a reputation for tackling industry issues from an "economic 
rationalist" perspective.  All the staff of the Commission are economists and of the three 
Commissioners, only one had any experience of the particularities of the sector.2
 
 
The IC report on Impediments to Regional Industry Adjustment which was released in September 
1993, added fuel to the fire of these concerns.  The report contained references to the "warm poor 
syndrome" where unemployed people moved to coastal regions of Queensland and Northern New 
South Wales - where the cost of living is supposedly cheaper, and the weather more clement but 
employment opportunities are limited.  The Commissions solution to this problem was elegant.  
Firstly, cut wages in high unemployment areas and then using the principle of "less eligibility" cut 
welfare benefits to increase the incentive to participate in the paid labour force.  (Black 1993) To a 
sector which spent a large part of its daily existence responding to the personal crises often induced by 
the externalities of economic decision-making, such an argument was worrying. 
 
The reasons for concern of the sector at the Industry Commission being the preferred mechanism for 
an inquiry at this time was quite clear - the wide-spread perception was that Fox was about to be let 
loose in the chicken run and the sector was being asked to open the gate. 
 
The announcement and release of the final terms of reference in December 1993, thus formally ended 
an extended period of speculation in the non-government sector as to the focus and scope of the 
proposed inquiry.  The Commission were asked to look at issues relating to: 
 
· the size, scope,efficiency and effectiveness of services provide by the charitable sector; 
· the nature and sources of fundraising 
· relations with government (State and Federal) programs and assistance 
                                                     
2  Sister Margaret McGovern who has had wide experience in community service delivery . The other Commissioner are 
Mr Bill Scales, Chair of the Industry Commission and Dr.Roger Mauldron. 
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· industrial agreements and arrangements; 
· taxation issues; 
· government regulation;and 
· the accountability and performance of organisations within the charitable sector. 
 
 "Excluded from this inquiry are some large segments of the non-government sector such 
as education and health" 
 (Industry Commission letter 93/54) 
 
The "terms of reference" came under criticism being described as " ..short-sighted and inadequate to 
cover the activities undertaken by a wide range of non-government organisations in the community 
service sector" (Melville 1994:10) While one writer noted that the terms of reference specify, ".... `that 
the Industry Commission should have regard to the established economic, social, industrial relations 
and environmental objectives of governments.  Of particular relevance here is the federal governments 
deficit reduction strategy, which has already forced state governments to cut their spending on social 
services." (De Carhvalho 1994:26). 
 
The "terms of reference" were followed in February 1994 by an "Issues Paper".  This paper identified 
eight areas to addressed by the inquiry. 
 
· definitions       · size 
· resources        · relations with government 
· measurement of performance    · public accountability 
· role of peak bodies      · industrial relations 
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THE PROCESS OF THE INQUIRY 
 
The Industry Commission followed their established method of inquiry.  Firstly, publishing the terms 
of reference 16 December 1993 and then an issues paper 31 January 1994.  Potential respondents were 
invited to respond with written submissions by 25 March 1994, a period of eight weeks.  Only those 
who made a written submission would have the right to appear before the Commission at public 
hearings in all capital cities to be held April/May 1994. 
 
In addition, an overview paper to background the sector was commissioned from Associate Professor 
Mark Lyons of the University of Technology, Sydney.  Two consultancies relating to "Benchmarking" 
 (AGB MacNair) and "Human Capital" (London Economics & Impact Consulting) were contracted to 
private consultants.  
 
443 written submissions were received.  156 organisations or individuals appeared before the 
Commission over 23 hearing days.  In addition the Commission visited a wide range of organisations 
in every state and territory prior to writing the report. 
 
The 340 page draft report, together with appendices of approximately 200 pages was eventually 
released on the 27th October 1994.  Written submissions in response to the draft report are now invited 
and must be lodged by 30 January 1995 and Public hearings will resume on 15 February 1995.  The 
final report is due at the beginning of June 1995. 
 
ASSESSING THE PROCESS 
 
Recognition of the Need for Community Services Planning 
 
For many years the community sector has been complaining of the lack of a meaningful partnership 
between government and the community sector.  This has included the imposition of managerialist 
philosophies and techniques as the price for continued funding.  While the same time, the sector has 
faced a corresponding refusal by governments to fully fund and support community based services - 
confronting the continual demand to do more with less.  Recent years are marked by the increased 
tendency towards devolution of responsibility to the community sector without a corresponding 
transfer of resources.  The recession has for many front-line organisations been a process of daily 
managing an ongoing crisis.  The recognition by the sector for some action around these issues has 
long been recognised. 
 
For each of the last two years in its Federal Budget Priorities Submission to the Commonwealth 
(ACOSS Paper No.55), ACOSS has been calling for the Federal Government to establish a National 
Plan for Community services.  ACOSS has recognised for some time that there is a need for: 
   
 "...all key stakeholders to participate in a process which identifies the strategic directions 
for the community services industry in Australia.  Such a process should have the capacity 
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to move the debate outside of narrowly defined program boundaries and currently 
accepted spheres of responsibility" (ACOSS 1994: 79). 
 
From the perspective of many community organisations, large and small, at a state and national level 
including ACOSS, the appointment of the Industry Commission, given its micro-economic reform 
agenda and inquiry process was seen as less than ideal.  
 
The decision to give the Industry Commission the responsibility for inquiring into the sector fed into 
these fears.  Rather than being "participants" in a process of determining their own future direction, 
non-government organisations became "objects" of inquiry.  Rather than having an active role in a 
process of problem identification and definition they were now subject to definitions being made by a 
group about whom they knew little, and what they did know, did not fill them with confidence.  
Finally, as the quote by Commissioner Mauldron used at the beginning of this paper illustrates the 
inquiry was not interested in the economic, social and policy conditions that gave rise in the first place 
for the need for community welfare organisations.  It was not to be an inquiry into "social welfare 
policy."  The sector rather than being active partners in a process of strategic identification of 
institutional and organisational responses and solutions to problems - they saw themselves as now 
being viewed as the problem. 
 
PROCESS QUESTIONS 
 
· Approximately 1700 individuals and organisations completed a registration of interest to 
participate in the inquiry.  Only 443 actually made submissions. 
 
· The Commission made approximate 160 site visits throughout Australia.  There are no written 
records of these visits in the public realm.  No has any report been made to these organisations 
concerning conclusions or interpretations drawn by the Commission as result of their visits. 
 
· The Commission made approximately 36 visits to overseas organisations based in  the U.S.A., 
the United Kingdom and New Zealand.  No written reports on these visits or the conclusions and 
interpretations drawn by the Commission have been put on the public record. 
 
· There are few submissions from Organisations within the Aboriginal and Torres Strait Islander 
communities. 
 
· There are few submissions representing the diversity, spread and particularity of the Non-
English speaking background communities.  The related issues of the Commissions failure to 
develop an adequate Access and Equity policy for this and other Inquiries have been dealt with 
in some detail in a report for the Ethnic Communities Council of New South Wales (Fraser 
1994). 
 
· There are important questions concerning the lack of submissions concerning specific nature of 
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community organisations in rural and remote Australia, and the the specific particular issues they 
face. 
    
· There are few submissions which have an explicit consumer-based focus. 
 
· There is more than ample anecdotal evidence to suggest that large numbers of organisations in 
the sector simply did not know of the Inquiry, or failed to understand that it concerned their 
organisation, or simply did not have the resources and capacity to respond.  Taken together these 
matters do raise serious questions regarding the appropriateness of the Commission's processes 
of inquiry. 
 
CONTENT QUESTIONS 
 
· The ACOSS analysis of the content of the submissions used in the draft report has to a large 
extent simply confirmed what the majority of community organisations have known for some 
considerable time.  To this extent submissions confirm the need for better data, a re-evaluation 
of funding and financing relations, the need clarify the roles of the government and community 
sector, the difficulties that flow from the uncritical application of market concepts to community 
organisations, the need for much greater support and recognition of the community services 
economic and social contribution and above all the need all stakeholders to work more 
collaboratively. (ACOSS 1994) 
 
· Analysis of the submissions leads to the conclusion that the overwhelming majority of 
submissions are largely "descriptive" in their content.  It is also clear that many submissions are 
"guarded" in the way they approach the issues under discussion, that is that the writers are well 
aware of the political context in which their submission is made, and may be viewed by other 
key players.  Further, it is also clear that many submissions are in a general sense "self-
protecting".  Quite understandably, the writers and their organisations present their organisations 
and activities "positively" and within the context of their operative reality.  In this sense, many of 
the submissions are simply descriptive case studies.  They often identify specific and particular 
problems and issues which they as an organisation face.  (ACOSS Summary of submissions) 
 
In terms of research theory there are some particular methodological dangers for the analyst in 
attempting to draw macro policy conclusions from such a series of individual cases.  Key questions 
relate to validity and generalisability.  To what extent is the content of submissions to be treated as 
"data" as opposed to simply the representation of specific issue and views? Given the "gaps" in 
participation noted above, to what extent are the views expressed actually "representative" of the 
diversity of the sector.  
 
Given these questions, we need to ask to what extent is the collecting submission documents together 
and then presumably doing some form of "content analysis" a valid way of drawing policy 
conclusions?  Is it an adequate basis for proposing significant macro policy reform and change?  These 
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questions becomes more important and relevant when it is realised that few of the submissions provide 
any specific data or provide specific recommendations upon which the reader could form conclusions 
to propose overarching models of reform.  
    
To what extent are the "visits" undertaken by the Commission an appropriate and adequate source of 
supplementary information from which to generalise?  The answer to these questions depends to some 
extent upon the representativeness of the organisations visited, the questions asked by the Commission 
and the capacity of individuals and organisations to articulate the broader issues.  However, as far as is 
known none of the organisations so far visited have actually received any feedback from the 
Commission regarding conclusions reached as a result of the visit.  This itself raises questions of 
accuracy and interpretation.  Organisations which have not been provided with an opportunity to 
comment upon any specific conclusions that the Commission may have reached as a result of their 
visit.  They have no way of knowing whether such conclusions were a reasonable or accurate.  It is 
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important to note that, such feedback and verification is an accepted part of any research strategy 
where such "qualitative" type research methodologies are used. 
 
The point being made here is that these processes have left the way open for the Industry Commission 
to draw its own conclusions in the draft report as to what needs to be done.  This is concerning, when 
we note that the content of the submissions themselves, and the general discussion of the public 
hearings do not provide in any systematic way, a basis for constructing an authoritative model for 
restructuring the sector and the relationships within the sector.  Nor does it involve those who are the 
ultimately the delivers of services in the decision-making surround these processes. 
 
In examining the submissions, it might be said that the process of the Inquiry may well be most useful 
in identifying the issues.  However, what the Industry Commission cannot be conclusive about, 
without a great deal more consultation and discussion in the sector, are recommendations concerning 
what now needs to be done.  In this sense, content and recommendations of the Draft Report needs to 
be approached critically as well as constructively. 
 
THE DRAFT REPORT 
 
The Industry Commission describes its draft report in the following terms: 
 
 "This draft report seeks to strengthen the contribution which the charitable sector makes to 
Australian society.  It is premised on the view that the sector should be encouraged to 
flourish by: 
 
 · assisting it to develop the services it provides to clients 
 · establishing a better partnership between the sector and governments 
 · assisting it to continue to move towards greater professionalism by its managers and 
employees ; and 
 · encouraging members of the community to give time and financial assistance to th 
sector. 
 All proposals made in this report are directed towards these ends." 
 (Overview 1994:3) 
 
The report contains 25 main recommendations relating to resourcing the sector, improving quality and 
performance, accountability, support mechanisms and developing partnership. 
 
It introduces yet another acronym into an areas of endeavour already replete with such terms - 
Community Social Welfare Organisations (CSWO's) (This paper will refer to community 
organisations as its preferred term). 
 
However, there are questions that need to be addressed before the community sector accepts this 
redefinition of terms.  The rejection of "charity" as an appropriate descriptor by the sector is quite clear 
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from the content of the submissions to the inquiry.  However, the question whether community social 
welfare organisations (CSWO's) definition is an appropriate replacement needs debate.  It can be 
argued that the narrow definitional focus adopted by the Industry Commission does not recognise the 
diversity and autonomy of many community organisations.  Many smaller organisations are multi-
functioned and developmentally oriented.  They do not define themselves as "welfare" organisations, 
having a different philosphical orientation and much broader remit for their activities. 
 
Further to this discussion, and not explored in detail in this paper, is the Commissions development of 
the term (CSWO's) has implications for proposals made in the draft report concerning making the 
"CSWO" definition a standard criteria to allow  tax deductability of donations to a broader range of 
community organisations than currently current legislative arrangements allow.  It also hints that the 
definition could also become a standard criteria for state tax exemptions.  However, there are complex 
questions of law and legal interpretation involved in these proposals, Mcgregor-Lownes reflecting 
upon the draft reports proposals argues that, 
 
 "The promise of tax deductability status to previously shunned organisations is largely 
illusory.  The Commissions's aim of simplification through definition is flawed and will 
not reduce the administration costs for the Australian Tax Office (ATO) or organisations."(McGregor-Lowne   
 
It will be interesting to see whether the acronym CSWO survives through to the final report of the 
Commission, and if so in what terms. 
 
In summary, the Industry Commission found that approximately 11,000 CSWO's employ 100,000 
people, spend in excess of $4.4 billion, raise over $500 million in donations, and mobilise 1.3 million 
volunteers who contribute 95 million hours of their time.  The methodology elaborated by the draft 
report would suggest that much of this data is still by way of being a "guesstimate".  
Recommendations regarding the need for more and better data, if implemented may in the long term 
address this question. 
 
Some of the main recommendations include: 
 
· Retaining tax deductibility for donations and extending the concession to all CSWO's.  Retain 
tax exemptions on income earned by CSWO's. 
 
· Removing the limit for $2. donations 
 
· Abolish fringe tax exemptions 
 
· Replace the range of tax exemptions on input taxes, i.e., sales tax, payroll tax, property tax and 
fringe benefits tax with direct funding. 
 
· That funding agreements take account of the full costs of services, and that such agreements be 
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legally enforceable. 
 
· Greater consistency in the application of fundraising legislation to all CSWO's 
 
· That governments increase the use of open tendering to determine which organisations provide 
services to people in need. 
 
· Development of a "quality management system" by Commonwealth and State governments.  
Certification as an accredited organisation would become a pre-requisite for funding. 
 
· Development of national accounting standards specific to CSWO's. 
 
· That CSWO's over a certain income threshold become incorporated under Corporations Law. 
 
· That the ABS collect and publish data on government programs and community organisation 
service provision. 
 
· That the role of Peak organisations be supported and more consistent funding guidelines be 
developed. 
 
In many areas the draft report can be described as "testing the waters" rather than make any firm 
recommendations.  For example, some options for the re-arrangement of funding relationships with 
government to incorporate a funder/provider split model.  One possibility considers the establishment 
of a "Funding Management Board" to monitor all funding arrangements along the lines of the AIDAB 
model in overseas aid.  However, the report is silent on the details. 
 
ISSUES, IMPLICATIONS AND QUESTIONS 
 
What should be the future roles and responsibilities of Government, non-government and 
private for profit organisations? 
 
Implicit in the draft report are range of assumptions both explicit and implicit about the current and 
future roles and functions of community organisations and their relationships with governments.  The 
report endorses the devolution of responsibility for provision of human services to community 
organisations.  Noteworthy, on this point is that there is no consideration in the report of the role and 
responsibilities of government, outside of the "accountability" for public money theme.  To some 
extent the report reflects back to the sector its own rhetoric, as exhibited in submissions and evidence 
in public hearings concerning, its flexibility, closeness to consumers, innovative capacity, value for 
money etc.  It also opens up via the tendering recommendations an increased role for private for profit 
organisations. 
 
Competition is per se good 
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There is an implicit faith in the ability of market related mechanisms  to deliver quality and 
accountability.  There is no critical assessment or reference to the range of research that raises 
questions concerning the wisdom of these assumptions.  The Commission assumes that the creation of 
competitive markets within the sector by the use of tendering mechanisms will lead to improved 
quality and higher levels of efficiency.  The assumption underlying recommendations concerned with 
the "turnover" of contracts needs to be vigorously addressed by the sector.  The assumption that 
organisation could in a particular three year tendering round lose its contract has potentially enormous 
implications for consumers as well as service providers.  The Commission outlines these 
recommendations as if services are being provided in a perfect market, consumers have the ability to 
shift location and supplier, and that indeed, there are alternative suppliers.  
 
There is a failure within the draft report to acknowledge, and I suspect on the basis of its bibliography, 
to even consult the wide range of theoretical and research writing on human service organisations amd 
their management.  Human service organisations are not just another business.  Jones and May (1992) 
note that such organisations can be distinguished from business and industrial organisations by their 
"purpose", "technology" and "auspice".  As Hasenfeld notes, human service organisations are, 
 
 "...that set of organisations whose principal function is to protect, maintain,or enhance the 
personal well-being of individuals by defining, shaping or altering their personal 
attributes...  These organisations are distinguished from other bureaucracies by two key 
characteristics.  First they work with and on people whose attributes they attempt to shape. 
 People are in a sense their "raw material".  Second, they are mandated - and thus justify 
their existence - to protect and promote the welfare of the people they serve." 
 (Hasenfeld 1983:1) 
 
Community organisations provide services to people who are often in geat personal pain and social 
need.  They do not work with inanimate widgets and gadgets manufactured from metal, wood or 
plastics.  Their problems are not the management of a stock inventory, a process production line, or a 
well targetted advertising strategy to encourage turnover.  The recommended application of ISO 9000 
standards as being suitable for community organisations reflects the lack of understanding of the 
complexities of the industry the commission have examined.  It further highlights the lack of specialist 
knowledge and experience within the Commission's professional staff of the complexities of 
community organisations. 
 
The draft report fails to discuss in any detail the "voluntary" nature of both management committees 
and the human resource aspects of community organisations and the community sector other than in 
terms of human capital.  Given the draft reports own data, on the labour contribution of volunteers 
being an estimated 93 million hours per annum this omission is surprising (the question of how 
accurate a guesstimate this figure is is also worth considering). 
 
Within the "let the managers manage" logic underpinning the draft report, there is a lack of recognition 
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of the distinct and unique aspects of operating organisations that are not merely staffed largely by 
"volunteers" - but are also via community management models are managed and directed by 
volunteers.  The fact that the report recognises the need for organisations to recieve resources to allow 
for recruitment, training, placement and support of volunteers is welcome.  However, this is only part 
of a much more complex set of issues. 
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"Volunteers" are not and cannot be treated simply as a sub-set of a paid labour force. Community 
organisations and human services managers working with volunteers are able to identify specific and 
particular aspects of "volunteerism" that distinguish their organisations from business and industrial 
organisations.  The draft report will need to pay much attention to the complexities of these relations 
and their implications for the specific particularities of community organisations 
 
Bigger is better 
 
The Commission defines the core business of community organisations as service delivery, this 
neglects the wider functions of such community organisations in terms of community development 
and community building.  It also to a large extent structurally subordinates the diversity of internal 
goals and objectives of smaller community organisations to the larger corporate goals of governments. 
 Recomendations regarding the need for compulsory  incorporation of groups of at a certain income 
threshold will add to these pressures.  Evidence taken by the Commission concerning the difficulties 
faced by smaller organisations is interpreted as a problem of "scale of economy".  That is smaller 
organisations are less efficient and less effective, because they do not have the human capital resources 
to undertake effectively the management tasks required of them.  
 
While not at this stage making any recommendation, this leads Commission to raise the issue of the 
need for amalgamation of these organisations, or the creation of "Lead Agency" arrangements.  This 
would mean that some larger community organisations would negotiate funding arrangements on 
behalf of other smaller community organisations.  These "Lead Agency" organisations  "...might 
manage all of the services for a particular region, or a specific service across a whole state or even 
nationally" (Overview 1994;36) The implications of this proposal for the autonomy, flexibility and 
capacity of smaller community organisations needs to be elaborated, especially in the context of 
remote, isolated and regional Australia. 
 
Regulation and self regulation 
 
Consistent with the Industry Commission's overarching policy framework of "deregulation"3
 
 it rejects 
the notion of the need for the establishment of a centralised regulatory authority, such as the United 
Kingdom Charity Commission.  (Draft report 1994 : 176-179) There is no clear agreement within the 
evidence from the sector, although "self regulation' is clearly preferred by many community 
organisations, as to the need for such a structure.  The Commission's view is that, 
 "Many of the perceived benefits, such as greater uniformity of regulation, greater 
coordination and consistency in the collection of information, may be achieved more 
simply through greater inter-governmental cooperation." 
                                                     
3  Voluntary regualtion is consistent theme in many other Commission reports. For example, in the Commissions report 
on petrol pricing it proposed to moving to a system of voluntary regulation by the oil industry. The equity issues here in 
terms of implications for rural and remote Australia are not a major feature of the Commission's concern. 
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This may or may not be true.  However, it leaves to one side important questions regarding the role of 
governments in this area and the manner in which the desired outcomes, which the commission views 
as desirable, might actually be achieved. 
 
Partnership equals service agreements and quality management 
 
It seems clear that the model of funding being proposed by the Commission is based upon the 
Victorian government's model of output based funding.  (Health & Community Services Victoria 
1994) In this model based upon a tendering system, the government becomes the funder or purchaser 
of services, and the community organisations become the providers.  There is an assumption that 
competition between organisations via the tendering process will lead to improved performance, better 
quality and enhanced efficiency. 
 
While the Commission recommends services be funded at "full cost" it is silent on the question of how 
the cost is to be determined or by whom.  The commission acknowledges that "output based" funding 
may not sufficiently cover related functions such as advocacy, community development activities.  The 
Commission considers that these functions should be funded separately according to some forms of 
needs based planning.  (The Queensland DFS&ATI state planning model is recommended).  The 
central question here relates to the Commission's sources of information and evidence of 
appropriateness of such a model.  No evidence is given in support of the Commission's contention that 
such a model might be useful, nor is there any systematic evaluative evidence as to how community 
organisations in Queensland actually percieve and experience the model.  
 
The wider context and debates 
 
The Commission's proposed model needs to be considered in terms of its wider implications and 
impacts.  Firstly, it cannot be divorced from the current debates and policy initiatives directed at 
"privatisation" of government services.  As Paddon  (1993:62) notes; 
 
 "It is increasingly important to recognise contracting out and competitive tendering as an 
international or global phenomena.  The introduction of market forces into the public 
sector are common themes and processes internationally". 
 
Paddon point to four themes central to these issues.  Firstly, differences in cultural and economic 
organisation internationally means that the political and economic implications differ from country to 
country.  Contracting out and competitive tendering are exports from economies where market forces 
have been allowed the greatest latitude in social and economic restructuring in the 1980's.  Thirdly, the 
more extensive contracting out of services by government is associated with the growth in service 
industries and providers and this has in turn created an international market of consultants in these 
ideas.  Fourthly, these processes have themselves led to systems of regulation at an international and 
national level. 
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The approach of the Industry Commission on these matters needs also to be seen nationally within the 
wider context of political and economic debates over competitiveness.  This is best summed up in a 
paper from the Economic Planning Advisory Council (EPAC) authored by the Australian Consumers 
Federation and the Australian Federation of Consumer Organisations.  Where it is stated that: 
 
 " ...international competitiveness cannot be separated from domestic competitiveness.  
Competition at home is the basis on which overseas competitiveness is built.  No firm or 
industry should be exempt from exposure to competition." (EPAC 1991: summary) 
 
The EPAC paper presents five arguments in support of this position. 
 
(a) Costs in trade sheltered industries flow through to all other industries, even if the linkages are 
remote. 
 
(b) All industries compete for the same pool of labour and capital resources. 
 
(c) Values and attitudes of employees and managers in trade sheltered industries cannot be isolated 
form values and attitudes in out trade-exposed industries. 
 
(d) The economy needs to be versatile - concentrating our efficiency in a small handful of industries 
leaves us vulnerable. 
 
(e) The community is unlikely to support policies aimed at improving competitiveness if it appears 
that the benefits are not widespread" (ibid) 
 
Leaving to one side the issues concerning the intrinsic values of these arguments, it is clear that the 
"industry" of which community organisations are a part, on this reasoning cannot escape from the 
general trend.  The Industry Commission is the bearer of the tidings - whether we think they are glad 
or not. 
  
Competition, competitive tendering 
 
The contracting out/tendering process involves the increased transfer of functions to either the 
community organisations or the private for profit sector.  Many of the advocates of "contracting out" as 
way of reducing the size of government and increasing the size of the private sector simultaneously. 
 
As the Financial Review noted under a headline reading; 
 
 Charity Begins With A Tender 
 
 "Increasingly governments are using charitable and community organisations to deliver 
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welfare services in order to escape the inflexibility and expense of their own, highly 
unionised community service bureaucracies. 
 
 But, as the Industry Commission makes clear in its pathfinding report on the charitable 
sector, governments have yet to fully exploit the strengths of charitable organisations." 
 (Financial Review 28/8/94) 
 
Nyland (1993) building on the work of Billis and Harris (1992) in the U.K. utilises the term 
"aggressive instrumentalism" to describe the manner in which governments; 
 
 "..actively utilise the nonprofit sector for the implementation of social policy and the 
delivery of welfare services.  They have documented the move towards this mode of 
operation in britain.  Australia appears to be witnessing a similar intensification of this 
process, with a shift away from community sector organisations being regarded by 
government, as autonomous representatives of the "community", and towards them being 
regarded as a convenient conduit for public services." (Nyland 1993:100) 
 
The Financial Review is quite clear in its articulation of what the main game is about.  Such a view is 
prevalent among many state and commonwealth government officials is well established.  It was re-
iterated in evidence given during the hearings by a senior public servant of the Victorian State 
Government: 
 
 "So I think on one the one hand, the non-government sector needs to reflect - and not 
many of them have.  I mean, the organisation that most sticks clearly in my mind was the 
St Vincent de Paul Society, who ten years ago said "A curse on your money", to the 
government.  "We know exactly what receipt of government money will bring.  It will 
bring your intrusion into our decisions that we don't want government involved in."  
Eventually they accepted that they couldn't do what they wanted to do, based on the 
charitable dollar.  If they had wanted to go on doing what they currently did, the way of the 
world meant they had to receive government money and they accepted that they had as 
much influence as they had money on the table and if the government was putting in 90 
per cent of the money, they shouldn't have more than 10 per cent influence on a sort of a 
normal fair play basis." 
 
 (Mr Allen in evidence with J. Patterson and others 19/7/94: transcript pp.2997) 
 
In this context the community organisations will also need to be clear as to both their analysis as to 
what the main issues are, and how to respond strategically and politically not simply to the draft 
report's agenda, but to the governmental processes surrounding it. 
 
Economic efficiency comes via competition 
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Competition it is argued implicitly in the Draft report, is facilitated by the  tendering process.  There is 
research which suggests that there is good reason to be sceptical of the claims of the protagonists.  The 
Commission in its bibliography explore none of this research.  (Coulter 1991, Evatt 1989,1990, 
Paddon 1991, PSPRU 1992) Hayward cites the case of the privatisation of Bus Routes in the U.K. 
which were deregulated in 1985.  Where since 1985 more than 60 new bus operators have come into 
existence, patronage is down 30% , prices are up 39 % and consumers are complaining about 
inefficiencies in a competitive bus service which has 2000 timetable changes a year, and which had 
rendered a single uncomplicated bus journey over long distances a thing of the past. (Hayward 
1993:26) 
 
A consumer viewpoint expressed in letter to the editor of the Guardian Weekly ( 20/11/94) 
summarises the issues and impacts on local public bus services: 
  
 "The practical effect for transport users seems to have been that while British public 
transport used to be a bit shabby and inefficient but fairly cheap, it is now shabby, 
inefficient and expensive - if it exists at all.  Ten years ago in my Devon village, for 
instance, there was a bus every hour to each of the two nearest towns.  Now there are 
flyblown private services that run once a day each way to the nearest town and about four 
times daily to the nearest country town.  The result: while once it was feasible to live there 
without a car, it is now impossible." 
 (Guardian Weekly 20/11/94) 
 
Effectiveness and quality 
 
In its media response to the draft report ACOSS made the statement that "The community service 
sector is not just another business.  Nor are we simply agents of government" (ACOSS media release 
27/10/94) The phraseology is illustrative of the concerns that underpin the proposed wholesale change 
in the culture of existing community services that will need to occur under the Industry Commissions 
recommendations. 
 
However, it also is important to note that in many instances the processes described and recommended 
by the Industry Commission are not new to the sector.  They have all to some extent emerged in 
various guises both at the government and non-government organisation level.  A look at a recent 
publication by NCOSS entitled The Magic Answers explores the following issues in some depth; 
 
· Privatisation     · Corporatisation 
· Commercialisation    · Contracting-out,tendering,out-sourcing, 
· Funder/provider split   · Individualised funding 
· Brokerage     · Budgetholder models (Gain 1994) 
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What the Industry Commission's report will do is drive these debates faster and further than before. 
 
The response to the Draft Report....thus far 
 
While it is too soon after the release of the Draft Report to make any cogent statements regarding the 
overall response of different parts of the sector.  It is does seem reasonable at this stage, examining the 
initial media response to conclude that the Industry Commission seems to have struck a balance 
between "inducements to change" - via its taxation, funding, enhanced quality and accreditation 
recommendations and its concern to develop a more "professional and accountable" sector.  In keeping 
with the general tone of the Draft report, newspaper headlines were generally supportive; 
 
· IC calls for more tax breaks to help charity - Financial Review 28/10/94 
· Watchdog calls for charities shake-up - Australian 28/10/94 
· Charity report urges shake-up on funding - Age 28/10/94 
· Report urges better tax break for charities - Sydney Morning Herald 28/10/94 
· Charities report urges reform - Herald Sun 28/10/94 
· Overhaul urged for $4b charities - Tele Mirror 
· Report praises charities but administrative improvement needed - Canberra Times 28/10/94 
· Overhaul Charities says report - Courier Mail 28/8/94 
 
Indeed, it should be noted that many of the worst fears of the sector, in particular, the large charitable 
organisations that they would lose "tax deductibility" and other fiscal benefits have not been realised.  
However, the recommendation to abolish the exemptions from fringe benefits tax, together with the 
proposed review of all input taxes has implications down the track.  
 
The rumours of widescale rorting of taxation by community organisations, the view that community 
organisations are inefficient, ineffective and financially wasteful has not been documented and 
established in this report.  The important economic and social contribution made by community 
organisations, despite reservations about the validity of the data, has been better documented than ever 
before.  
 
However, not all responses to the Draft Report have been as courteously guarded in their response as 
that of the welfare sector.  Padric MacGuiness writing in the Age under the headline Inquiry takes 
charitable view of bean-counting, notes: 
 
 "Instead of hopping into the many inefficiencies, self indulgences and buried bodies of the 
charity business and recommending that all kinds of tax lurks, subsidies and special status 
concessions be withdrawn, the report has merely recommended, in general that the 
charities should keep better accounts and be more open about them to both the government 
and the public. 
 
 This is largely because the inquiry was nobbled from the start.  Instead of appointing to the 
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inquiry economists with specialist knowledge of the voluntary sector.....the Industry 
commission succumbed to the pressures of large organisations and made sure that no 
really critical conclusions were likely to emerge.  Indeed, the Commission even allowed 
the industry being inquired into to prevent certain people being used on the inquiry". 
 (Age 28/10/94) 
 
It is beyond the scope of the current paper to explore some of the process questions relating to the 
inquiry, but I will address some of these questions in a paper in 1995. 
 
If the source of disappointment to Paddy MacGuiness is the lost opportunity to right a few perceived 
wrongs.  Then it is also worth acknowledging from the other side of the fence the failure of the 
Commission to address at all some of the significant and substantive issues facing the sector. 
 
What's missing from the draft report? 
 
In the first instance, one of the great disappointments of the report is its failure to even acknowledge 
the context in which it is conducting its investigation.  As the quote from  Commissioner Mauldron 
used at the beginning of this paper illustrates the inquiry was not interested in the economic, social and 
policy conditions which give rise to the need for community social welfare organisations.  
 
Nor it seems, is it interested how the massive social, demographic and economic changes currently 
facing Australia, construct the ability of all stakeholders to respond to human needs.  It will no doubt 
be argued that such concerns are outside the "terms of reference".  However, such changes are already 
affecting and will increasingly affect relationships and institutions such as work, the family and 
community services.  Globalisation of the economy, regional restructuring, economic restructuring, an 
ageing population, is it interested how the massive social, demographic and economic changes 
currently facing Australia, construct the ability of all stakeholders to respond to human needs.  It will 
no doubt be argued that such concerns are outside the "terms of reference".  However, such changes 
are already affecting and will increasingly affect relationships and institutions such as work, the family 
and community services.  Globalisation of the economy, regional restructuring, economic 
restructuring, an ageing population, a multicultural society, changing roles for women and men, 
change in structures such as the family, changing work patterns are all issues central not just to social 
policy - but to the institutions, organisations and practices brought about by policy.  
 
I would argue that any future planning for the direction of community services in Australia should be 
made in the context of these emerging factors.  It is salutary to note that none of these contextual 
matters are considered in the draft report.  There is little acknowledgment that community 
organisations and other organisations in the sector operate within a policy environment.  That the 
policy environment is determined by political and other processes, and that such processes, including 
the setting of policy priorities is critical to establishing the nature of how human service organisations 
go about meeting human needs. 
 
 Working Paper No. PONC48 - QUT 
 
 20 
The report fails to address what is arguably one of the most important questions for the provision of 
services in the future - that of the adequacy of existing resources.  Whilst noting the vast under-
resourcing of the sector in relation to un-met needs, the report fails to come to grips with the need for 
an urgent expansion of resources in all areas of human services.  Instead, what is proposed is a strategy 
based upon the unquantified and probably unquantifiable "efficiency gains" - which are somehow 
going to address the enormous gaps in funding.  Australia, is currently the lowest taxed nation in the 
27 OECD nations, and is the fifth lowest in terms of public sector expenditures.  (May 1995: 
Forthcoming) The notion that a bit more efficiency can somehow address the enormous social issues 
and problems we face as a society is an illusion. 
 
The report also fails to address the resource implications of its own implementation, it can be seen that 
these may be quite significant.  The Industry Commission does not specify a proposed source of 
funding or how it should be obtained, although it implicitly seems to suggest that "governments" need 
to meet these costs. 
 
The question of the appropriate roles of Commonwealth, State and Local governments and their 
relations to future provision remains undiscussed.  Yet, given the federal nature of the Australian 
political system this is critical to any and discussion of proposed future arrangements. 
 
Whilst the Draft report acknowledges the evidence collected from the community sector regarding the 
need for a greater "partnership".  The proposals relating to how to construct that partnership emerge 
not from the evidence, but from a preferred and uncritically assessed market related model.  The report 
notes (page 36) that in government submissions there is very little comment on "partnership".  This 
fact alone poses the question of how government views its relationships with community 
organisations.  These views and attitudes will be fundamental to the achievement and directions of any 
future change.  Without the identification and discussion of a range of possible models by the 
commission - the sector is not encouraged to exercise debate and choice over the merits and demerits 
of possible models - but is simply offered the implicit and explicit market related model. 
 
Implementation 
 
The Industry Commission notes that implementation of many of its recommendations will occur via 
the Council of Australian Governments (COAG) process, but does not pick up the issue that the 
community sector has not been in the past, and is not now a full participant in this forum and the 
surrounding processes.  The question of how the sector can meaningfully participate in the shaping of 
its own future when excluded from the prime decision-making forum with influence over the 
Commission's recommendations needs to be addressed. 
 
COAG reflects an agenda constructed by the central coordinating agencies which is concerned with 
the restructuring of financial and other relationships between the Commonwealth, States and Territory 
Governments.  It is important to remember that the revenue base of the Commonwealth has been 
significantly eroded since the late 1980's.  Reductions in levels of taxation have been eroding the 
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Commonwealth revenue base from 27.8 % of GDP in 1986-87 to 24.2 per cent of GDP in 1992.  The 
last round of income taxation cuts provided as a result of the 1993 election promise erodes that 
capacity still further. 
 
It is the erosion of the national revenue base which has seriously curtailed the ability of 
Commonwealth, State and Local Governments to finance the necessary investments in public and 
social infrastructure.  At a time when our population is growing, need for a wide range of services is 
expanding, and a need for policies which will stimulate job creation in the private and public sector - 
we have actually cut public expenditures from 28.8 per cent of GDP in 1986-87 to 26.7 percent of 
GDP in 1991-92.  The "one off" short term stimulus of "One Nation" and spending in public 
infrastructure and labour market training programs, in response to the impacts of the recession, does 
not change the overall trend. 
 
The Commonwealth currently has the second lowest level of public debt in the OECD nations and 
proposes to wind back its debt even further in future years. Further to this point it has a target of 
reducing the deficit to 1 per cent of GDP by 1996-97.  The likely result of this policy stance will be 
that State government revenues and expenditures will correspondingly continue to be constrained.  As 
ACOSS notes, 
 
 "Over the last two decades public sector investment has fallen by more than 20 per cent.  It 
is now at the lowest level for at least forty years.  This drop is due almost entirely to a 
reduction of at least one third in so called `social' infrastructure investment by 
governments, especially at a state and local level, rather than in other investment by 
governments and public enterprises...  The government has not only cut its own 
investment, but, more importantly, cut its assistance to state and local governments, which 
provide three-quarters of our public infrastructure.  Over the last five years, investment by 
state and local governments has fallen by more than 20 per cent, and is now almost 40 
percent below the level which prevailed in the 1970s". 
 (ACOSS 1993:67) 
 
In 1991-1992 the Commonwealth distributed to the States and Territories approximately $32 billion 
which amounted to around 41 per cent of their total revenue.  (Fitzgerald 1993:88) The principle by 
which these grants are distributed is known as fiscal equalisation.  While commonly used in other 
federated systems around the world to redistribute funding capacity, in recent years the process has 
been subject to dispute and disagreement.  The annual Premier's Conference always draws to our 
attention the battle between the States and the Commonwealth and increasingly in recent years the 
States against the States. 
  
The importance of these matters to those of use who are involved in social policy and the provision of 
social and community services, is to be found in the fact that it is the major mechanism whereby equity 
is distributed among the states.  As Searle & Henderson point out, 
 "The argument about its application is one that social policy makers and those interested in 
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social justice should be acutely aware of: it is the basis of fair and equal access to public 
services such as health, education, welfare and all the other services provided by State 
governments." (1993:2) 
 
Both Commonwealth and State and Territory governments have adopted the essentials of a policy 
framework which contains serious contradictions.  The last round tax cuts, and those still to come, can 
only exacerbate the revenue problems of the Commonwealth.  The Commonwealth's capacity to 
manage its own obligations by passing on to the States the pain via management of the fiscal 
equalisation process is increasingly under challenge.  The capacity of the States to manage the ever-
tightening constraints induced both by the Commonwealth policy and their own policy imperatives has 
also reached its limits.  Both are clearly in need of revenue both to manage current problems and issues 
and to provide the necessary stimulus to the economy to pull/push us out of recession - both have to 
overcome the self imposed straightjacket of the "Low tax - Low debt - Low public expenditure" past.  
(May 1993:17) 
 
Unfortunately, the economic debate in this country on both sides of politics has tended towards the 
solution to our problems being found in a policy framework that is essentially "more of the same".  
The only argument has been about how far and how fast.  However, as the Fitzgerald Inquiry into 
national savings has demonstrated the continual erosion of the revenue base will not solve our 
problems.  It is likely it will aggravate them. 
 
The fact that the Industry Commision's draft report is silent on these critical aspects of the policy 
context for the delivery of community services must be noted.  The obsession with "competition" 
which has become the hallmark of public policy discussions since the Hilmer Report is reflected in the 
Industry Commission's draft report has important implications when considered in the context of these 
wider policy debates. 
 
It should also be noted that the Fitzgerald Inquiry into National Savings argued that, 
 
 "There appears to be scope and need to reduce costs in education, health and business 
undertakings in a number of States." 
 (Fitzgerald 1993:81) 
 
Drawing upon an analysis provided by the Institute of Public Affairs for the Economic Planning 
Advisory Council (EPAC) The Fitzgerald Inquiry concluded that: 
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 "While above average expenditure by a State is often the result of policy decisions to 
provide higher quality services, it is apparent that it also reflects significant inefficiency in 
providing services; and savings of about $3 billion annually could be achieved over the 
medium term by all States and Territories combined...These savings could be achieved 
while maintaining service and quality standards." 
 (Fitzgerald 1993:810 
 
It is important to note, that just as the Industry Commission is silent in its draft report on a number of 
important implementation questions, likewise, Fitzgerald is absolutely silent as to how exactly these 
savings are to be achieved, and as to the likely impacts of such cuts in public expenditure would be 
achieved "while maintaining service and quality standards".  Given the recent experiences of human 
services in Victoria, observers have good grounds to be sceptical of such shibboleths and their 
underlying ideology of economic rationalism.  In the context of the draft report, and the Industry 
Commission's strategic silence on the wider policy context the community sector would be wise to be 
sceptical in terms of how the draft reports recommendations overall fit into this wider reform agenda.  
Three billion dollars savings in terms of efficiency gains is a "big ask" has enormous implications for 
every aspect of community services in this country. 
 
Some positive outcomes deserve to be acknowledged 
 
Many in the sector have voiced, and continue to be concerned about the appropriateness of the 
Industry Commission and the process adopted by the Inquiry for the task.  Despite these reservations it 
should be acknowledged that some positive outcomes can be perceived: 
  
· The Inquiry has served as a catalyst for the non-government sector to think more strategically 
and critically about their current and future roles. 
 
· The Inquiry has prompted the sector to begin to think about the opportunities for collaboration 
and cooperation in sector development and support. 
 
· The Inquiry has provided the sector with a reason to begin the process of systematically 
documenting its economic and social contribution.  In particular, beginning the process of 
articulating the unique contribution that the sector makes to economic development and social 
well-being and community building. 
 
· The fact that there is an Inquiry has encouraged the many distinct and diverse organisations in 
the sector to work together cooperatively and constructively in thinking through a range of issues 
related to efficiency and effectiveness and what such terms should mean in the context of human 
services.  It has also raised the central question of how efficiency and effectiveness relate as 
concepts to questions of equity. 
 
· Whatever the limitations of the process the Inquiry is a forum for the sector to put on the public 
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agenda its views regarding current arrangements, problems, constraints opportunities and issues. 
 It has hopefully provided an opportunity to the sector to dispel some of the prevailing myths of 
politicians, government and some decision-makers.  In particular, the sector needs to critically 
address the notion that non-government welfare organisations are no more than, and should be 
viewed in policy terms as being no more than "agencies of the state" - or that the major or only 
function of community organisations is that of "service providers" and that the government is 
the major provider of resources and funding for community services. 
 
Less clear is the extent to which Government will pay attention to such issues.  One hoped for 
outcome of the Inquiry is that it will provide Government, the sector and decision-makers for the first 
time with a clearer documentation of the economic and social contribution of the sector.  It hopefully 
will provide a formal acknowledgment of the difficulties and constraints the confronting the sector.  It 
is to be hoped that this will in turn lead to a positive re-evaluation of existing relationships, including 
better recognition and valuing of the sectors role and contribution.  
 
However, it needs to be said that such a re-evaluation will only occur if the sector can demontrate that 
it has sufficient political will to demand a re-evaluation of by the Industry Commission of some the 
basic assumptions of the draft report.  It should be noted that while a number of the reccomendations 
in the draft report constitute a long-overdue recognition and response to some of the problems, issues 
and difficulties being faced by community organisations.  This question needs to be posed - are these 
"carrots' being dangled by the Commission to induce acceptance of the less palatable aspects of the 
meal being offered.  The sector would be wise to remember the proverbial advice given by the ancients 
following the experience of the defenders of Troy - "Beware of strangers bearing gifts". 
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